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Cautionary Statement

Statements made in this release with respect to Sony�s current plans, estimates, strategies and beliefs and other statements that are not historical
facts are forward-looking statements about the future performance of Sony. Forward-looking statements include, but are not limited to, those
statements using words such as �believe,� �expect,� �plans,� �strategy,� �prospects,� �forecast,� �estimate,� �project,� �anticipate,� �aim,� �intend,� �seek,� �may,� �might,�
�could� or �should,� and words of similar meaning in connection with a discussion of future operations, financial performance, events or conditions.
From time to time, oral or written forward-looking statements may also be included in other materials released to the public. These statements
are based on management�s assumptions, judgments and beliefs in light of the information currently available to it. Sony cautions investors that a
number of important risks and uncertainties could cause actual results to differ materially from those discussed in the forward-looking
statements, and therefore investors should not place undue reliance on them. Investors also should not rely on any obligation of Sony to update
or revise any forward-looking statements, whether as a result of new information, future events or otherwise. Sony disclaims any such
obligation. Risks and uncertainties that might affect Sony include, but are not limited to:

(i) the global economic environment in which Sony operates and the economic conditions in Sony�s markets, particularly levels of
consumer spending;

(ii) foreign exchange rates, particularly between the yen and the U.S. dollar, the euro and other currencies in which Sony makes
significant sales and incurs production costs, or in which Sony�s assets and liabilities are denominated;

(iii) Sony�s ability to continue to design and develop and win acceptance of, as well as achieve sufficient cost reductions for, its products
and services, including televisions, game platforms and smartphones, which are offered in highly competitive markets characterized
by severe price competition and continual new product and service introductions, rapid development in technology and subjective
and changing consumer preferences;

(iv) Sony�s ability and timing to recoup large-scale investments required for technology development and production capacity;

(v) Sony�s ability to implement successful business restructuring and transformation efforts under changing market conditions;

(vi) Sony�s ability to implement successful hardware, software, and content integration strategies for all segments excluding the Financial
Services segment, and to develop and implement successful sales and distribution strategies in light of the Internet and other
technological developments;

(vii) Sony�s continued ability to devote sufficient resources to research and development and, with respect to capital expenditures, to
prioritize investments correctly (particularly in the electronics businesses);

(viii) Sony�s ability to maintain product quality;

(ix) the effectiveness of Sony�s strategies and their execution, including but not limited to the success of Sony�s acquisitions, joint ventures
and other strategic investments;

(x) significant volatility and disruption in the global financial markets or a ratings downgrade;
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(xi) Sony�s ability to forecast demands, manage timely procurement and control inventories;

(xii) the outcome of pending and/or future legal and/or regulatory proceedings;

(xiii) shifts in customer demand for financial services such as life insurance and Sony�s ability to conduct successful asset liability
management in the Financial Services segment;

(xiv) the impact of unfavorable conditions or developments (including market fluctuations or volatility) in the Japanese equity markets on
the revenue and operating income of the Financial Services segment;
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(xv) Sony�s ability to anticipate and manage cybersecurity risk, including the risk of unauthorised access to Sony�s business information,
potential business disruptions or financial losses; and

(xvi) risks related to catastrophic disasters or similar events.
Risks and uncertainties also include the impact of any future events with material adverse impact.

Important information regarding risks and uncertainties is also set forth elsewhere in this annual report, including in �Risk Factors� included in
�Item 3. Key Information,� �Item 4. Information on the Company,� �Item 5. Operating and Financial Review and Prospects,� �Legal Proceedings�
included in �Item 8. Financial Information,� Sony�s consolidated financial statements referenced in �Item 8. Financial Information� and �Item 11.
Quantitative and Qualitative Disclosures about Market Risk.�

In this document, Sony Corporation and its consolidated subsidiaries are together referred to as �Sony.� In addition, sales and operating revenue
are referred to as �sales� in the narrative description except in the consolidated financial statements.

As of March 31, 2016, Sony Corporation had 1,297 consolidated subsidiaries (including variable interest entities). It has applied the equity
accounting method with respect to its 102 affiliated companies.

3

Edgar Filing: SONY CORP - Form 20-F

Table of Contents 6



Table of Contents

TABLE OF CONTENTS

Item 1. Identity of Directors, Senior Management and Advisers 6
Item 2. Offer Statistics and Expected Timetable 6
Item 3. Key Information 6
A. Selected Financial Data 6
B. Capitalization and Indebtedness 7
C. Reasons for the Offer and Use of Proceeds 7
D. Risk Factors 7
Item 4. Information on the Company 25
A. History and Development of the Company 25
Principal Capital Investments 26
B. Business Overview 27
Products and Services 27
Sales and Distribution 30
Sources of Supply 34
After-Sales Service 34
Patents and Licenses 34
Competition 34
Government Regulations 36
C. Organizational Structure 39
D. Property, Plant and Equipment 40
Item 4A. Unresolved Staff Comments 42
Item 5. Operating and Financial Review and Prospects 42
A. Operating Results 42
B. Liquidity and Capital Resources 75
C. Research and Development 77
D. Trend Information 78
Issues Facing Sony and Management�s Response to those Issues 78
E. Off-balance Sheet Arrangements 80
F. Contractual Obligations, Commitments, and Contingent Liabilities 80
Critical Accounting Policies and Estimates 81
Recently Adopted Accounting Standards 88
Recent Accounting Pronouncements 88
Item 6. Directors, Senior Management and Employees 89
A. Directors and Senior Management 89
B. Compensation 95
C. Board Practices 98
D. Employees 101
E. Share Ownership 102
Item 7. Major Shareholders and Related Party Transactions 103
A. Major Shareholders 103
B. Related Party Transactions 104
C. Interests of Experts and Counsel 104
Item 8. Financial Information 104
A. Consolidated Statements and Other Financial Information 104
Legal Proceedings 104
Dividend Policy 105
B. Significant Changes 105
Item 9. The Offer and Listing 105
A. Offer and Listing Details 105
Trading Markets 105
Trading on the TSE and the NYSE 106

4

Edgar Filing: SONY CORP - Form 20-F

Table of Contents 7



Table of Contents

B. Plan of Distribution 106
C. Markets 106
D. Selling Shareholders 106
E. Dilution 107
F. Expenses of the Issue 107
Item 10. Additional Information 107
A. Share Capital 107
B. Memorandum and Articles of Association 107
C. Material Contracts 116
D. Exchange Controls 116
E. Taxation 117
F. Dividends and Paying Agent 120
G. Statement by Experts 120
H. Documents on Display 120
I. Subsidiary Information 120
Item 11. Quantitative and Qualitative Disclosures about Market Risk 120
Item 12. Description of Securities Other Than Equity Securities 122
A. Debt Securities 122
B. Warrants and Rights 122
C. Other Securities 122
D. American Depositary Shares 122
Item 13. Defaults, Dividend Arrearages and Delinquencies 123
Item 14. Material Modifications to the Rights of Security Holders and Use of Proceeds 123
Item 15. Controls and Procedures 123
Item 16. [Reserved] 124
Item 16A. Audit Committee Financial Expert 124
Item 16B. Code of Ethics 124
Item 16C. Principal Accountant Fees and Services 125
Audit and Non-Audit Fees 125
Audit Committee�s Pre-Approval Policies and Procedures 125
Item 16D. Exemptions from the Listing Standards for Audit Committees 125
Item 16E. Purchases of Equity Securities by the Issuer and Affiliated Purchasers 126
Item 16F. Change in Registrant�s Certifying Accountant 126
Item 16G. Disclosure About Differences in Corporate Governance 126
Item 16H. Mine Safety Disclosure 132
Item 17. Financial Statements 132
Item 18. Financial Statements 132
Item 19. Exhibits 133
Signatures 134

5

Edgar Filing: SONY CORP - Form 20-F

Table of Contents 8



Table of Contents

Item  1. Identity of Directors, Senior Management and Advisers
Not Applicable

Item  2. Offer Statistics and Expected Timetable
Not Applicable

Item  3. Key Information

A. Selected Financial Data

Fiscal year ended March 31
2012 2013 2014 2015 2016

(Yen in millions, yen per share amounts)
Income statement data:
Sales and operating revenue 6,493,083 6,795,504 7,767,266 8,215,880 8,105,712
Equity in net income (loss) of affiliated companies (121,697) (6,948) (7,374) 3,921 2,238
Operating income (loss) (65,663) 226,503 26,495 68,548 294,197
Income (loss) before income taxes (80,911) 242,084 25,741 39,729 304,504
Income taxes 316,753 140,398 94,582 88,733 94,789
Net income (loss) attributable to Sony Corporation�s
stockholders (455,038) 41,540 (128,369) (125,980) 147,791
Data per share of Common Stock:
Net income (loss) attributable to Sony Corporation�s
stockholders*
� Basic (453.42) 41.32 (124.99) (113.04) 119.40
� Diluted (453.42) 38.79 (124.99) (113.04) 117.49
Cash dividends declared Interim 12.50 12.50 12.50 � 10.00

(16.08 cents) (15.18 cents) (12.12 cents) � (8.09 cents) 
Cash dividends declared Fiscal year-end 12.50 12.50 12.50 � 10.00

(15.70 cents) (12.46 cents) (12.19 cents) � (9.01 cents) 
Depreciation and amortization** 366,270 376,735 376,695 354,624 397,091
Capital expenditures (additions to fixed assets) 414,647 302,153 261,034 251,048 468,937
Research and development costs 433,477 473,610 466,030 464,320 468,183
Balance sheet data:
Net working capital (deficit) (775,019) (668,556) (578,728) (547,689) (634,023) 
Long-term debt 762,226 938,428 916,648 712,087 556,605
Sony Corporation�s stockholders� equity 2,023,822 2,192,262 2,258,137 2,317,077 2,463,340
Common stock 630,923 630,923 646,654 707,038 858,867
Total assets 13,299,691 14,211,033 15,333,720 15,834,331 16,673,390
Number of shares issued at fiscal year-end (thousands of
shares of common stock) 1,004,638 1,011,950 1,044,708 1,169,773 1,262,494
Sony Corporation�s stockholders� equity per share of common
stock 2,016.61 2,168.62 2,163.63 1,982.54 1,952.79
* Refer to Note 22 of the consolidated financial statements.

** Depreciation and amortization includes amortization expenses for intangible assets and deferred insurance acquisition costs.
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Average* High Low Period-end
(Yen)

Yen exchange rates per U.S. dollar:
Fiscal year ended March 31
2012 79.00 85.26 75.72 82.41
2013 82.96 96.16 77.41 94.16
2014 100.15 105.25 92.96 102.98
2015 109.75 121.50 101.26 119.96
2016 120.04 125.58 111.30 112.42
2016
January � 121.05 116.38 121.05
February � 121.06 111.36 112.90
March � 113.94 111.30 112.42
April � 112.06 106.90 106.90
May � 110.75 106.34 110.75
June (through June 10) � 109.55 106.54 107.06
The noon buying rate for yen in New York City as certified for customs purposes by the Federal Reserve Bank of New York on June 10, 2016
was 107.06 yen = 1 U.S. dollar.

* The average yen exchange rates represent average noon buying rates of all the business days during the respective year.

B. Capitalization and Indebtedness
Not Applicable

C. Reasons for the Offer and Use of Proceeds
Not Applicable

D. Risk Factors
This section contains forward-looking statements that are subject to the Cautionary Statement appearing on page 2 of this annual report. Risks to
Sony are also discussed elsewhere in this annual report, including, without limitation in the other sections of this annual report referred to in the
Cautionary Statement.

Sony must overcome increasingly intense competition, especially in its electronics businesses.

Sony�s electronics businesses compete against competitors, including new entrants, on the basis of various factors including price and function.
Even for those products where Sony has a strong competitive advantage, such as image sensors, it is possible that its competitors� technological
capabilities will catch up with Sony�s, and Sony will be unable to maintain its advantageous market position. In its consumer electronics
businesses, in order to produce products that appeal to changing and increasingly diverse consumer preferences or to overcome the fact that a
relatively high percentage of consumers already possess products similar to those that Sony offers, Sony must develop superior technology,
anticipate consumer tastes and rapidly develop attractive and differentiated products with competitive selling prices and features. Sony faces
increasingly intense pricing pressure from competitors, retailer consolidation, and shorter product cycles in a variety of consumer product
categories. Sony�s operating results depend on Sony�s ability to continue to efficiently develop and offer products at competitive prices, through
multiple sales channels, that meet changing and increasingly diverse consumer preferences. If Sony is unable to maintain its advantageous
market position in the fields in which it has a technological or other competitive advantage, if Sony is unable to effectively anticipate and
counter the ongoing price erosion that frequently affects its consumer products, if there is a change in existing business models or consumer
preferences, or if the average selling prices of its consumer products decrease faster than Sony is able to reduce its manufacturing costs, Sony�s
operating results and financial condition may be adversely impacted.
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To remain competitive and stimulate customer demand, Sony must successfully manage frequent introductions of, and transitions to, new
products, semiconductors, components, and services, while managing the impact on the sales of Sony�s existing products, semiconductors,
components, and services.

Due to the highly volatile and competitive nature of the consumer electronics, network services and mobile communication industries, Sony
must continually introduce, enhance and stimulate customer demand for products, semiconductors (including image sensors), components,
services and technologies in both mature and developing markets. The successful introductions of, and transitions to, new products,
semiconductors, components, and services depend on a number of factors, such as the timely and successful completion of development efforts,
market acceptance, Sony�s ability to plan and execute an effective marketing strategy, Sony�s ability to manage the risks associated with new
products and production ramp-up issues, the availability of application software for new products, the effective management of purchase
commitments and inventory levels in line with anticipated product demand, the availability of products in appropriate quantities to meet
anticipated demand, and the risk that new products, semiconductors, components, and services may have quality or other issues in the early
stages of introduction.

Additionally, markets for existing products and services such as smartphones, and the image sensors within, or game consoles might contract as
consumer preferences shift, or new, competing technologies are introduced. Under these circumstances, Sony must respond to changing
consumer demands with appealing new products and services as well as continue to improve the value of its existing products and services.

Accordingly, if Sony cannot adequately manage frequent introductions of, and transitions to, new products, semiconductors, components and
services, Sony�s operating results and financial condition may be adversely impacted.

Sony is subject to competition from firms that may be more specialized or have greater resources.

Sony has several business segments in different industries with many product and service categories, which cause it to compete with many
existing and new competitors ranging from large multinational companies to highly specialized entities that focus on only a few businesses. In
addition, outsourced manufacturing services partners may enter and compete with Sony in markets in which they currently supply products to
Sony. Furthermore, current and future competitors may have greater financial, technical, labor and marketing resources available to them than
those available to the businesses of Sony, and Sony may not be able to fund or invest in certain areas of its businesses to the same degree as its
competitors or match competitor pricing. A failure to efficiently anticipate and respond to these established and new competitors may adversely
impact Sony�s operating results.

Sony�s investments in research and development may not yield the expected results.

Sony�s businesses operate in intensely competitive markets characterized by changing consumer preferences and rapid technological innovation.
Due to advanced technological innovation and the relative ease of technology imitation, new products and services tend to become standardized
more rapidly, leading to more intense competition and ongoing price erosion. In order to strengthen the competitiveness of its products in this
environment, Sony continues to invest heavily in research and development (�R&D�), particularly in growth areas such as image sensors and the
Game & Network Services (�G&NS�) segment, and intends to limit its expenses in markets it deems mature or as having limited growth potential.
However, Sony may not be successful in identifying growth potential and evaluating major market trends, its investments may not yield the
innovation or the expected results quickly enough, or competitors may lead Sony in technological innovation. This may hinder Sony�s ability to
commercialize, in a timely manner, new and competitive products and services that meet the needs of the market, which consequently may
adversely impact Sony�s operating results as well as its reputation.

Sony�s business restructuring and transformation efforts are costly and may not attain their objectives.

Sony is implementing restructuring initiatives that focus on profitability, business autonomy, shareholder value and the clear positioning of each
business within the overall business portfolio. Restructuring charges in
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the amount of 80.6 billion yen, 98.0 billion yen and 38.3 billion yen were recorded in the fiscal years ended March 31, 2014, 2015 and 2016,
respectively. While Sony anticipates recording approximately 12.0 billion yen of restructuring charges in the fiscal year ending March 31, 2017,
significant additional or future restructuring charges may be recorded due to reasons such as the impact of economic downturns or exiting from
unprofitable businesses, including the potential sale of certain businesses. Restructuring charges are recorded primarily in cost of sales, selling,
general and administrative (�SGA�) expenses and other operating (income) expense, net and thus adversely affect Sony�s operating income (loss)
and net income (loss) attributable to Sony�s stockholders (Refer to Note 19 of the consolidated financial statements). Sony continues to take
initiatives to optimize its manufacturing operations, utilize outsourced manufacturing, reduce SGA expenses across the Sony group, outsource
support functions and information processing operations, and optimize business process across functions, including sales and marketing,
manufacturing, logistics, procurement, quality and R&D.

Due to internal or external factors, efficiencies and cost savings from the above-mentioned and other restructuring and transformation initiatives
may not be realized as scheduled and, even if those benefits are realized, Sony may not be able to achieve the expected level of profitability due
to market conditions worsening beyond expectations. Possible internal factors may include, for example, changes in restructuring and
transformation plans, an inability to implement the initiatives effectively with available resources, an inability to coordinate effectively across
different business groups, delays in implementing the new business processes or strategies, or an inability to effectively manage and monitor the
post-transformation performance of the operation. Possible external factors may include, for example, increased or unanticipated burdens from
local legal or regulatory restrictions, including labor regulations and labor union agreements, or from customary Japanese labor practices that
may prevent Sony from executing its restructuring initiatives as planned. The inability to fully and successfully implement restructuring and
transformation programs may adversely affect Sony�s operating results and financial condition. Additionally, operating cash flows may be
reduced as a result of payments for restructuring charges.

Sony�s acquisitions, joint ventures and investments may not be successful.

Sony actively engages in acquisitions, joint ventures and other strategic investments in order to acquire new technologies, efficiently develop
new businesses, and enhance its business competitiveness. For example, in February 2016, Sony completed the acquisition of Altair
Semiconductor, which develops and sells products focused on LTE (Long Term Evolution) technologies. Furthermore, Sony has previously
engaged in joint ventures with third parties in order to reduce its capital investment, reduce operating costs and share risk with its joint venture
partners, and may do so again in the future. Moreover, Sony may sell its equity interest in a joint venture or buy out the joint venture partner�s
equity due to the achievement of its original objectives or other reasons. For example, Sony and the Estate of Michael Jackson (the �Estate�)
entered into a binding Memorandum of Understanding in March 2016 and a definitive agreement in April 2016, for Sony to obtain full
ownership of Sony/ATV Music Publishing LLC (�Sony/ATV�) by acquiring the 50 percent interest in Sony/ATV held by the Estate. (The closing
of the transaction is subject to certain closing conditions, including regulatory approval.)

Sony may incur significant expenses to acquire and integrate businesses. Additionally, Sony may not achieve strategic objectives, planned
revenue improvements and cost savings, and may not retain key personnel of the acquired businesses. Sony�s operating results may also be
adversely affected by the assumption of liabilities related to any acquired businesses.

Sony currently has investments in several joint ventures and strategic partnerships, and may engage in new investments in the future. If Sony and
its partners are unable to reach their common financial objectives successfully due to changes in the competitive environment, strategic or
cultural differences, failure to achieve synergies or other reasons, Sony�s operating results may be adversely affected. Sony�s operating results
may also be adversely affected in the short- and medium-term during a partnership, even if Sony and its partners remain on course to achieve
their common financial objectives. In addition, by participating in joint ventures or other strategic investments, Sony may encounter conflicts of
interest, may not maintain sufficient control over these relationships, including over cash flow, and may be faced with an increased risk of the
loss of proprietary
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technology or know-how. Sony�s reputation may be harmed by the actions or activities of a joint venture that uses the Sony brand. Sony may also
be required to provide additional funding or debt guarantees to a joint venture, or to buy-out a joint venture partner, sell its share or dissolve a
joint venture, whether as a result of financial performance, or otherwise. Moreover, if the value of any of Sony�s investments in an affiliate
accounted for under the equity method declines below the carrying value of Sony�s investment, and such decrease is judged to be other than
temporary, Sony will be required to record an impairment loss, and the loss may increase if Sony is unable to dispose of such investments due to
contractual or other reasons.

Sony may not be able to recoup the capital expenditures or investments it makes to increase production capacity.

Sony continues to invest in production facilities and equipment in its electronics businesses, including image sensor fabrication facilities to meet
the demand for image sensors, particularly for use in smartphones. For example, in March 2014, Sony acquired semiconductor fabrication
equipment and certain related assets for 7.5 billion yen from Renesas Electronic Corporation, and established Sony Semiconductor Corporation
Yamagata Technology Center. Also, in the fiscal year ended March 31, 2016, Sony signed an agreement with Toshiba Corporation to acquire
semiconductor fabrication facilities, equipment and related assets for 19.0 billion yen, of which 16.7 billion yen were acquired by March 2016.
Sony invested approximately 205 billion yen of capital in the fiscal year ended March 31, 2016 and expects to invest approximately 70 billion
yen of capital in the fiscal year ending March 31, 2017, in order to increase image sensor production capacity. However, if market changes and
corresponding declines in demand result in a mismatch between sales volume and anticipated production volumes, or if unit sales prices decline
due to market oversupply, Sony may not be able to recover its capital expenditures or investments, in part or in full, or the recovery of these
capital expenditures or investments may take longer than expected. In particular, with respect to image sensors, much of Sony�s sales depends on
smartphones, and it is possible that Sony will not be able to achieve its expected sales volume, based on factors such as consumer demand and
the competitive environment in the smartphone market, or the business decisions, operating results, or financial condition of Sony�s major
customers. As a result of these factors, the carrying value of the related assets may be subject to an impairment charge, which may adversely
affect Sony�s profitability.

Sony�s sales and profitability may be affected by the operating performance of wholesalers, retailers and other resellers.

Sony is dependent for distribution of its products on wholesalers, retailers and other resellers, many of whom also distribute competitors�
products. For example, Sony Mobile Communications Inc. is dependent on cellular network carriers� distribution channels for distribution of its
smartphone products in many countries. The operating results and financial condition of many wholesalers, retailers and other resellers have
been adversely impacted by competition from online retailers and weak economic conditions.

Sony invests in programs to incentivize wholesalers, retailers, and other resellers to position and promote Sony�s products, but there is no
assurance that these programs will provide a significant return or incremental revenue by persuading consumers to buy Sony products instead of
competitors� products. In some cases, Sony�s smartphones sold through cellular network carriers are subsidized by the carriers. There is no
assurance that such subsidies will be continued at all or in the same amounts upon renewal of Sony�s agreements with these carriers or in
agreements Sony enters into with new carriers.

Sony also sells many of its products directly to consumers through its online and retail stores. Some wholesalers and retailers may perceive
Sony�s direct sales as conflicting with their business interests as distributors and resellers of Sony�s products. Such a perception could discourage
resellers from investing resources in the distribution and sale of Sony�s products or lead them to limit or cease distribution of those products.

Sony�s operating results and financial condition may be adversely affected if the financial condition of these wholesalers, retailers, and other
resellers weakens, if they stop distributing Sony�s products, or if uncertainty regarding demand for Sony�s products or other factors cause them to
reduce their ordering, marketing, subsidizing, and distribution of Sony�s products.
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Increased reliance on external business partners may increase financial, brand image, reputational and other risks to Sony.

With the increasing necessity of pursuing quick business development and high operating efficiency with limited managerial resources, Sony
increasingly relies on third-party suppliers and business partners for parts and components, software and network services. Sony also relies on
other business partners to provide software technologies, such as the Android OS for mobile products and televisions, and services. As a result,
Sony�s products or services may be affected by quality issues caused by the failure of third-party parts and components, software, or network
services. In addition, reliance on third-party software technologies may make it increasingly difficult for Sony to differentiate its products from
competitors� products. Moreover, third-party parts and components, software and network services used in Sony products or services may be
subject to copyright or patent infringement claims. Particularly in Sony�s electronics businesses, the uncertain economic environment
surrounding Sony is compounded by continued, intense pricing pressure from competitors, shrinking markets for certain key products and
shorter product cycles. In this environment, third-party business partners may also discontinue support or otherwise change business terms for
Sony�s products and services, or prioritize the products and services of Sony�s competitors or customers outside the electronics industry. Such
issues resulting from reliance on third-party suppliers and business partners for parts and components, software, and network services may
adversely affect Sony�s operating results, brand image or reputation. Sony also utilizes outsourced manufacturing services for product and
component supply in its consumer electronics businesses. If Sony cannot adequately manage these outsourcing relationships, or if natural
disasters, cyber-attacks or other events affect Sony�s business partners, Sony�s production operations may be adversely affected. Sony may not be
able to achieve target volume or quality levels, and may face a risk of the loss of proprietary technology or know-how. Sony also consigns
activities, including certain procurement, logistics, sales, data processing, human resources, accounting, and other services, to external business
partners. Sony�s operations may be affected if the external business partners do not comply with applicable laws or regulations, or if they infringe
third-party intellectual property rights, or if they are subject to business or service interruption caused by accidents, natural disasters,
cyber-attacks or bankruptcies. Furthermore, a breach of a business partner�s information security may result in unauthorized access to Sony�s
business information, including proprietary information, intellectual property, employee information and data related to Sony�s customers,
suppliers and other business partners.

Sony must efficiently manage its procurement of parts and components, the market conditions for which are volatile, and control its
inventory of products, parts, and components, the demand for which is volatile.

In Sony�s electronics businesses, Sony uses a large volume of parts and components, such as semiconductors including chipsets for mobile
products, and LCD panels, for its products. Fluctuations in the availability and pricing of parts and components can adversely affect Sony�s
operating results. For instance, shortages of parts or components or fluctuations in the prices of raw materials may result in sharply higher prices
and an increase in the cost of goods sold. Also, shortages or delayed shipments of critical parts or components, particularly where Sony is
substantially reliant on one supplier, where there is limited production capacity for custom components, or where there are initial manufacturing
capacity constraints for products or components which use new technologies, may result in a reduction or suspension of production at Sony�s or
its business partners� manufacturing sites.

Sony places orders for parts and components in line with production and inventory plans determined in advance based on its forecast of
consumer demand, which is highly volatile and difficult to predict. Inaccurate forecasts of consumer demand or inadequate management can
lead to a shortage or excess of inventory, which can disrupt production plans and result in lost sales opportunities or inventory adjustments. Sony
writes down the value of its inventory when the underlying parts, components or products have become obsolete, when inventory levels exceed
the amount expected to be used, or when the value of the inventory is otherwise recorded at a value higher than net realizable value. For
example, in the fiscal year ended March 31, 2014, Sony recorded a 17.4 billion yen write-down of excess components in inventory, as well as
8.0 billion yen of expenses to compensate suppliers for unused components, as a result of the termination of future manufacturing following
Sony�s announcement to exit from the PC business. In the fiscal year ended March 31, 2015, Sony recorded an 11.2 billion yen write-down of
PlayStation®Vita (�PS Vita�) and PlayStation TV (�PS TV�) components because the latest forecast of PS TV unit sales did not reach Sony�s original
forecast. Additionally, Sony has experienced
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shortages of certain parts and components as a result of the damage to its suppliers caused by natural disasters, and may experience such
shortages due to similar circumstances again in the future. Such lost sales opportunities, inventory adjustments, or shortages of parts and
components have had and may have an adverse impact on Sony�s operating results and financial condition.

Sony�s sales and profitability are sensitive to economic, employment and other trends in Sony�s major markets.

Sony�s sales and profitability are sensitive to economic, employment and other trends in each of the major markets in which Sony operates. These
markets may be subject to significant economic downturns, resulting in an adverse impact on Sony�s operating results and financial condition. In
the fiscal year ended March 31, 2016, 28.6 percent, 23.2 percent and 21.4 percent of Sony�s sales were attributable to Japan, Europe and the U.S.,
respectively.

Sony�s operating results depend on the demand from consumers and commercial customers and the performance of retailers, wholesalers and
other resellers. An actual or expected deterioration of economic conditions in any of Sony�s major markets may depress consumer confidence and
spending, resulting in an actual decline in consumption. Commercial customers and other business partners may experience deterioration in their
own businesses mainly due to cash flow shortages, difficulty in obtaining financing and reduced end-user demand, resulting in reduced demand
for Sony�s products and services. Commercial customers� difficulty in fulfilling their obligations to Sony may also have an adverse impact on
Sony�s operating results and cash flows. Sony�s suppliers are also susceptible to similar conditions that may impact their ability to fulfill their
contractual obligations and may adversely impact Sony�s operating results if products and services cannot be obtained at competitive prices.

Global economic conditions may also affect Sony in other ways. For example, further restructuring charges, higher pension and other
post-retirement benefit costs or funding requirements, and additional asset impairment charges, among other factors, have had and may in the
future have an adverse impact on Sony�s operating results, financial condition and cash flows.

Foreign exchange rate fluctuations can affect Sony�s operating results and financial condition.

Sony�s operating results and financial condition are sensitive to foreign exchange rate fluctuations because many of Sony�s products are sold in
countries other than the ones in which they were developed and/or manufactured. For example, within Sony�s electronics businesses, research
and development and headquarters� overhead costs are incurred mainly in yen, and manufacturing costs, including material costs, costs of
procurement of parts and components, and costs of outsourced manufacturing services, are incurred mainly in the U.S. dollar and yen. Sales are
dispersed and recorded in Japanese yen, the U.S. dollar, euro, Chinese renminbi, and local currencies of other areas, including emerging markets.
Consequently, foreign exchange rate fluctuations have had and may have an adverse impact on Sony�s operating results, especially when the yen
or the euro weaken significantly against the U.S. dollar, when the yen strengthens significantly against the euro, or when the U.S. dollar
strengthens against emerging market currencies. Sony�s operating results may also be adversely impacted by foreign exchange rate fluctuations
since Sony�s consolidated statements of income are prepared by translating the local currency denominated operating results of its subsidiaries
around the world into yen. Furthermore, as Sony�s businesses have expanded in China and other areas, including emerging markets, the impact of
fluctuations of foreign currency exchange rates in these areas against the U.S. dollar and yen has increased. Mid- to long-term changes in
exchange rate levels may interfere with Sony�s global allocation of resources and hinder Sony�s ability to engage in research and development,
procurement, production, logistics, and sales activities in a manner that is profitable after the effect of such exchange rate changes.

Although Sony hedges most of the net short-term foreign currency exposure resulting from import and export transactions shortly before they
are projected to occur, such hedging activity cannot entirely eliminate the risk of adverse exchange rate fluctuations.
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Moreover, since Sony�s consolidated balance sheet is prepared by translating the local currency denominated assets and liabilities of its
subsidiaries around the world into yen, Sony�s equity capital may be adversely impacted when the yen strengthens significantly against the U.S.
dollar, the euro and/or other foreign currencies.

Ratings downgrades or significant volatility and disruption in the global financial markets may adversely affect the availability and cost of
Sony�s funding.

Sony�s credit ratings may be adversely impacted by unfavorable operating results and a decline in its financial condition. Any credit rating
downgrades may, in turn, result in an increase in Sony�s cost of funding and may have an adverse impact on Sony�s ability to access commercial
paper or mid- to long-term debt markets on acceptable terms.

Additionally, global financial markets may experience significant levels of volatility and disruption, generally putting downward pressure on
financial and other asset prices and impacting credit availability. Historically, Sony�s primary sources of funds have been cash flows from
operations, the issuance of commercial paper and other debt securities such as term debt as well as borrowings from banks and other institutional
lenders. There can be no assurance that such sources will continue to be available at acceptable terms or be sufficient to meet Sony�s needs.

As a result, Sony may seek other sources of financing to fund operations, such as the draw-down of funds from contractually committed lines of
credit from financial institutions or the sale of assets, in order to repay commercial paper and mid- to long-term debt as they become due, and to
meet other operational and liquidity needs. However, such funding sources may also not be available at acceptable terms or be sufficient to meet
Sony�s requirements. This, in turn, could have an adverse impact on Sony�s operating results, financial condition and liquidity.

Sony is subject to the risks of operations in different countries.

Sony�s operations are conducted in many countries around the world, and these international operations can create challenges. For example, in
Sony�s electronics businesses, production and procurement of products, parts and components in China and other Asian countries increase the
time necessary to supply products to other markets worldwide, which can make it more difficult to meet changing customer demand. Further, in
certain countries, Sony may encounter difficulty in planning and managing operations due to unfavorable political or economic factors, such as
armed conflicts, deterioration in foreign relations, domestic cultural and religious conflicts, non-compliance with expected business conduct,
local regulations, trade policies and taxation laws and a lack of adequate infrastructure. Moreover, changes in local regulations, trade policies
and taxation laws, such as local content regulations, business or investment permit approval requirements, foreign exchange controls, import or
export controls, or the nationalization of assets or restrictions on the repatriation of income from foreign operations and investments in major
markets and regions may affect Sony�s operating results. For example, a labor dispute or a change in labor regulations or policies may
significantly change local labor environments. Such a condition in China or another country in which Sony or a partner manufactures could
cause interruptions in production and shipping of Sony�s products and parts, a sharp rise in local labor costs, or a shortage of well-trained
employees, which may adversely affect Sony�s operating results. If international or domestic political and military instability disrupts Sony�s
business operations or those of its business partners, or depresses consumer confidence, Sony�s operating results and financial condition may be
adversely affected. In addition, the time required to recover from disruptions, whether caused by these factors or other causes, such as natural
disasters or pandemics, may be greater in certain countries. Moreover, Sony�s susceptibility to the above-mentioned risks may be greater in
certain emerging markets that continue to be important to its operations, and this may have an adverse impact on its operating results and
financial condition.

Sony�s success depends on the ability to recruit and retain skilled technical employees and management professionals.

In order to successfully continue to develop, design, manufacture, market, and sell products and services, including networked products, game
hardware and software, film, television and music content as well as
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financial instruments in increasingly competitive markets, Sony must attract and retain key personnel, including its executive team, other
management professionals, creative talent and skilled employees such as hardware and software engineers. However, there is high demand for
such skilled employees, and Sony may be unable to attract or retain qualified employees to meet future business needs. In addition, business
divestitures, restructuring or other transformation initiatives may lead to an unintended loss of experienced human resources or know-how. If
this should happen, it may adversely affect Sony�s operating results and financial condition.

Sony may not be successful in integrating its business strategies and operations across different business units to increase the
competitiveness of hardware, software, entertainment content and network services.

Sony believes that integrating its hardware, software, entertainment content and network services is essential in differentiating itself in the
marketplace and in generating revenue growth and profitability. For example, in April 2016, Sony Computer Entertainment Inc. (�SCEI�) and
Sony Network Entertainment International LLC (�SNEI�) founded Sony Interactive Entertainment LLC, a new company that combined all the
business units belonging to SCEI and SNEI, including hardware, software, content and network services operations. However, this strategy
depends on the continuing development (both inside and outside of Sony) of network services technologies, strategic and operational
coordination and prioritization among Sony�s various business units and sales channels, and the standardization of technological and interface
specifications industry-wide and across Sony�s networked products and business groups. Furthermore, in such a competitive business
environment, which continuously changes with new entrants, it is critical for Sony to continuously introduce enhanced and competitively priced
hardware that is seamlessly connected to network platforms, with user interfaces that are innovative and attractive to consumers. Sony also
believes that it is essential to provide competitive and differentiated content-based service offerings that include Sony and third-party licensed
audio, video and game content from major motion picture and television studios, music labels and game publishers. If Sony is not successful in
implementing this strategy, it may adversely affect Sony�s reputation, competitiveness and profitability.

Sony�s online activities are subject to laws and regulations that can increase the costs of operations or limit its activities.

Sony engages in a wide array of online activities, including the sale and marketing of electronics and entertainment products, entertainment
network services and financial services, as well as serving as an Internet Services Provider (ISP), and is thus subject to a broad range of related
laws and regulations including those relating to privacy, consumer protection, critical infrastructure protection, breach disclosure, data retention
and data protection, trans-border data flows, content and broadcast regulation, defamation, age verification and other online child protections,
accessibility, installation of cookies or other software on the end-user�s computers or other devices, pricing, advertising to both children and
adults, taxation, copyright and trademark, promotions, and billing. The application of such laws and regulations created to address online
activities, or for other purposes, including those passed prior to the popular use of the Internet that may be applied to online activities, varies
among jurisdictions, may be unclear or unsettled in many instances, and is subject to change. Sony may incur substantial costs to comply with
these laws and regulations and may incur substantial penalties, other liabilities, or damage to its reputation if it fails to comply with them.
Compliance with these laws and regulations also may cause Sony to change or limit its online activities in a manner that may adversely affect
operating results. In addition, Sony�s failure to anticipate changes to relevant laws and regulations, changes in laws that provide protections that
Sony relies on in conducting its online activities, or judicial interpretations narrowing such protections, may subject Sony to greater risk of
liability, increase the costs of compliance, or limit Sony�s ability to engage in certain online activities.

Sales of Sony�s consumer products including game hardware are particularly sensitive to the seasonality of consumer demand.

Sony�s G&NS segment offers a relatively small range of hardware, including PlayStation®4, PlayStation®3 and PS Vita, and a significant portion
of overall demand for these and other products is weighted towards the year-end holiday season. Sony�s other consumer products are also
dependent upon demand during the year-end holiday season. As a result, changes in the competitive environment, changes in market conditions,
delays in the
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release of consumer products, including highly anticipated game software titles, and insufficient supply of hardware during the year-end holiday
season can adversely impact Sony�s operating results.

The sales and profitability of Sony�s G&NS segment mainly depend on the penetration of its gaming platforms, which is sensitive to
software line-ups, including software produced by Sony or third-party developers and publishers.

In Sony�s G&NS segment, the penetration of gaming platforms is a significant factor driving sales and profitability, which is affected by the
ability to provide customers with attractive software line-ups, including software produced by Sony or third-party game software developers and
publishers, and with online services, including network and cloud-based gaming and digital content delivery. There is no assurance that
third-party game software developers and publishers will continue to develop and release software regularly or at all. Discontinuance or delay of
software development or delays in the delivery of new online services may adversely affect Sony�s operating results.

Sony�s content businesses, including the Pictures, Music and G&NS segments, and other businesses, are subject to digital theft and illegal
downloading.

Digital technology, the availability of digital media, and global Internet penetration have created risks with respect to Sony�s ability to protect
copyrighted content, including pre-release content, of the Pictures, Music and G&NS segments and other businesses from digital theft and
counterfeiting. In particular, software and technologies that enable the duplication, transfer or downloading of digital media files from the
Internet and other sources without authorization from the owners of the rights to such content have adversely impacted and continue to threaten
the conventional copyright-based business model by making it easier to create, transmit, and redistribute high-quality, unauthorized digital
media files. The availability of unauthorized content significantly contributes to a decrease in legitimate product sales and puts pressure on the
price of legitimate products, which may adversely affect Sony�s operating results. Sony has incurred and will continue to incur expenses to help
protect its intellectual property, to develop new services for the authorized digital distribution of motion pictures, television programming,
music, and games, and to combat unauthorized digital distribution of its copyrighted content. These initiatives will increase Sony�s near-term
expenses and may not achieve their intended result.

Operating results for Sony�s Pictures and Music segments vary according to worldwide consumer acceptance and the availability of
competing products and entertainment alternatives.

Operating results for the Pictures and Music segments can fluctuate depending upon worldwide consumer acceptance of their products, which is
difficult to predict. Moreover, the Pictures segment must invest substantial amounts in motion picture and television productions and broadcast
programming before learning the extent to which these products will earn consumer acceptance. Similarly, the Music segment must make
significant upfront investments in artists before being able to determine how those artists and their recordings will be received by consumers.
Further, the commercial success of Sony�s Pictures and Music segments� products may be impacted by other competing products released at or
near the same time, and alternative forms of entertainment and leisure activities available to consumers. Underperformance of a motion picture
or television production, especially an �event� or �tent-pole� film, may have an adverse effect on the Pictures segment�s operating results in the year
of release or exhibition, and in future years given the high correlation between a product�s level of success from its initial release or exhibition
and subsequent revenue from other distribution markets, such as home entertainment and television. Similarly, the underperformance of a
recorded music release may have an adverse effect on the Music segment�s operating results in the fiscal year of release.

Increases in the costs of producing, acquiring, or marketing entertainment content may adversely affect operating results in Sony�s Music
and Pictures segments.

The success of Sony�s Music segment is highly dependent on finding and establishing artists, songwriters and music publishing catalogs that
appeal to customers over the long term. If the Music segment is unable to find and establish new talented artists and songwriters, its operating
results may be adversely affected. Competition to
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identify, sign and retain such talent is intense as is the competition to sell their music. In the Pictures segment, high demand for top talent
continues to contribute to increases in the cost of producing motion pictures and television programming. Competition to acquire motion pictures
and television programming is intense and could result in increased acquisition-related spending. Overall increases in production and acquisition
costs of the Pictures segment�s products, as well as increases in the costs to market these products, may adversely impact the segment�s operating
results.

Changes in consumer behavior resulting from new technologies and distribution platforms may adversely affect operating results in Sony�s
Music and Pictures segments.

Rapid changes in technology and the adoption of new technology by consumers have impacted the timing and manner in which consumers
acquire and view entertainment products. Industry-wide trends such as the general maturation of physical media formats, including CD, DVD
and Blu-ray Disc� formats, the shift to digital distribution of audio and video content, and increased competition for retailer shelf space have
contributed to and may continue to contribute to an industry-wide decline in the worldwide sales of physical media formats. Revenue from
digital distribution, such as subscription streaming services and digital downloads, may not be sufficient to offset the decline in physical media
sales that has affected and may continue to affect the operating results of Sony�s Music and Pictures segments and disc manufacturing business.
Furthermore, the music industry has continued to see a year-over-year decline in digital download sales. If streaming services cannot attract
sufficient subscribers to offset this decline, the operating results of Sony�s Music segment could be negatively impacted.

Operating results of Sony�s Pictures segment may be adversely affected by changes in advertising markets or by the failure to renew, or
renewal on less favorable terms of, television carriage contracts (broadcasting agreements).

The strength of the advertising market can fluctuate in response to the economic prospects of specific advertisers or industries, advertisers�
current spending priorities and the economy in general, and this may adversely affect the Pictures segment�s television revenues. The Pictures
segment�s television operations, including its worldwide television networks, derive substantial revenues from the sale of advertising on a variety
of platforms. A decline in overall spending within the advertising market may have a direct adverse effect on the Pictures segment�s Media
Networks� revenues. The Pictures segment also recognizes sales from the licensing of its motion picture and television content, to U.S. and
international television network customers. A decline in the advertising market may also adversely affect third-party television networks� ability
to generate revenues, which may result in lower license fees paid by these networks for Sony�s content.

The Pictures segment also depends on third-party cable, satellite and other distribution systems to distribute its worldwide television networks.
The failure to renew or renewal on less favorable terms of television carriage contracts (broadcasting agreements) with these third-party
distributors may adversely affect the Pictures segment�s ability to generate advertising and subscription sales through its worldwide television
networks.

Sony�s Pictures segment is subject to labor interruption.

The Pictures segment and certain of its suppliers are dependent upon highly specialized union members, including writers, directors, actors and
other talent, and trade and technical employees, who are covered by union contracts and are essential to the development and production of
motion pictures and television programming. A strike by one or more of these unions, or the possibility of a strike, work slowdown or work
stoppage caused by uncertainties about, or the inability to reach agreement on, a new contract could delay or halt production activities. Such a
delay or halt, depending on the length of time involved, could cause a delay or interruption in the release of new motion pictures and television
programming and thereby may adversely affect operating results and cash flows in the Pictures segment. An inability to reach agreement on one
or more of these union contracts or renewal on less favorable terms may also increase costs within Sony�s Pictures segment and have an adverse
effect on operating results.

16

Edgar Filing: SONY CORP - Form 20-F

Table of Contents 20



Table of Contents

Sony�s Financial Services segment operates in highly regulated industries, and new rules, regulations and regulatory initiatives by
government authorities may adversely affect the flexibility and the operating results of the Financial Services segment.

Sony�s Financial Services segment operates in industries subject to comprehensive regulation and supervision, including the Japanese insurance
and banking industries. Future developments or changes in laws, regulations, or policies and their effects are unpredictable and may lead to
increased compliance costs or limitations on operations in the Financial Services segment. Due to Sony�s common branding strategy, compliance
failures in any of its businesses within the Financial Services segment may have an adverse impact on the overall business reputation of the
Financial Services segment. Furthermore, additional compliance costs may adversely affect the operating results of the Financial Services
segment. In addition, Sony Corporation�s ability to receive funds from its affiliate Sony Financial Holdings in the form of financial support or
loans is restricted by guidelines issued by regulatory agencies in Japan. If these regulations change, it may further reduce Sony Corporation�s
ability to receive funds for its use.

Changes in interest rates may adversely affect the operating results and financial condition of Sony�s Financial Services segment.

Sony�s Financial Services segment engages in asset-liability management (�ALM�) in an effort to manage its investment assets in a manner
appropriate to its liabilities, which arise from the insurance policies that Sony�s Financial Services segment underwrites in both its life insurance
and non-life insurance businesses and the deposits, borrowings and other liabilities in its banking business. ALM considers the long-term
balance between assets and liabilities in an effort to ensure stable returns. Any failure to appropriately conduct its ALM activities, or any
significant changes in market conditions beyond what its ALM may reasonably address, may have an adverse effect on the financial condition
and operating results of the Financial Services segment. In particular, because Sony Life Insurance Co., Ltd. (�Sony Life�)�s liabilities to
policyholders generally have longer durations than its investment assets, which are concentrated in long-term Japanese national government
bonds, lower or negative interest rates tend to reduce yields on Sony Life�s investment portfolio while guaranteed yields (assumptions used for
calculation of insurance premiums) remain generally unchanged on outstanding policies. As a result, Sony Life�s profitability and long-term
ability to meet policy commitments may be adversely affected. In addition, declines in the yield of Sony Life�s investments resulting from
changes in interest rates, particularly those held in respect of interest rate-sensitive whole life insurance policies, may result in additional policy
reserves being recorded and the accelerated amortization of deferred acquisition costs, since the review of actuarial assumptions used for the
valuation of policy reserves and deferred acquisition costs is required at least annually. Additional policy reserves and accelerated amortization
of deferred acquisition costs may have an adverse impact on Sony�s operating results and financial condition.

Declines in the value of equity securities may have an adverse impact on Sony�s operating results and financial condition, particularly in
Sony�s Financial Services segment.

In the Financial Services segment, declines in the yield of Sony Life�s separate account assets, resulting from the factors such as declines in the
value of equity securities, may result in additional policy reserves being recorded and the accelerated amortization of deferred acquisition costs,
since the review of actuarial assumptions used for the valuation of policy reserves concerning minimum death guarantees for variable life
insurance and deferred acquisition costs is required at least annually. Additional policy reserves and accelerated amortization of deferred
acquisition costs may have an adverse impact on Sony�s operating results and financial condition.

For equity securities held by Sony outside of the Financial Services segment, a decrease in fair value could result in a non-cash impairment
charge. Any such charge may adversely affect Sony�s operating results and financial condition.
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The investment portfolio within Sony�s Financial Services segment exposes Sony to a number of additional risks other than the risks related
to declines in the value of equity securities and changes in interest rates.

In the Financial Services segment, generating stable investment income is important to its operations, and the Financial Services segment�s
investments are concentrated in long-term Japanese national government bonds, although it also has investments in a variety of asset classes,
including shorter-term Japanese national government bonds, Japanese local government and corporate bonds, foreign government and corporate
bonds, Japanese stocks, loans and real estate. In addition to risks related to changes in interest rates and the value of equity securities, the
Financial Services segment�s investment portfolio is exposed to a variety of other risks, including foreign exchange risk, credit risk and real
estate investment risk, any or all of which may have an adverse effect on the operating results and financial condition of the Financial Services
segment. For example, mortgage loans account for 92.0 percent of the total loan balance, or 57.7 percent of the total assets of Sony Bank Inc.
(�Sony Bank�), as of March 31, 2016. An increase in non-performing loans or a decline in the prices of real estate, the collateral for these
mortgage loans provided by Sony Bank, may result in an increase in the allowance for doubtful accounts.

Differences between actual and assumed policy benefits and claims may require Sony�s Financial Services segment to increase policy
reserves in the future.

The life insurance and non-life insurance businesses of the Financial Services segment establish policy reserves for future benefits and claims
based on the Insurance Business Act of Japan and related regulations. These reserves are calculated based on many assumptions and estimates,
including the frequency and timing of the event covered by the policy, the amount of benefits or claims to be paid and the investment returns on
the assets these businesses purchase with the premiums received. These assumptions and estimates are inherently uncertain, and the Financial
Services segment cannot determine with precision the ultimate amounts that it will be required to pay for, or the timing of payment of, actual
benefits and claims, or whether the assets supporting the policy liabilities will grow at the level assumed prior to the payment of benefits or
claims. The frequency and timing of an event covered by a policy and the amount of benefits or claims to be paid are subject to a number of
risks and uncertainties, many of which are outside of its control, including:

� changes in trends underlying its assumptions and estimates, such as mortality and morbidity rates;

� the availability of sufficient reliable data and its ability to correctly analyze the data;

� the selection and application of appropriate pricing and rating techniques; and

� changes in legal standards, claim settlement practices and medical care expenses.
If the actual experience of the insurance businesses becomes significantly less favorable than their assumptions or estimates, their policy
reserves may be inadequate. Any changes in regulatory guidelines or standards with respect to the required level of policy reserves may also
require that the insurance businesses establish policy reserves based on more stringent assumptions, estimates or actuarial calculations. Such
events may result in a need to increase provisions for policy reserves, which may have an adverse effect on the operating results and financial
condition of the Financial Services segment.

Furthermore, if actual insurance claims are higher than the estimated provision for policy reserves due to the occurrence of catastrophic events
such as earthquakes or pandemic diseases in Japan, or if strategies for hedging minimum guarantees in individual variable annuities are
ineffective, then the operating results and financial condition of the Financial Services segment may be adversely impacted.

Sony�s physical facilities and information systems are subject to damage as a result of catastrophic disasters, outages, malfeasance or
similar events. Such an unexpected catastrophic event may also lead to supply chain and production disruptions as well as lower demand
from commercial customers, resulting in an adverse impact on Sony�s operating results.

Sony�s headquarters and many of Sony�s most advanced device manufacturing facilities, including those for semiconductors, are located in Japan,
where the risk of earthquakes is relatively high compared to other parts of
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the world. A major earthquake in Japan, especially in Tokyo where Sony headquarters are located, the Tokai area where certain product
manufacturing sites are located, or the Kyushu and Tohoku areas, where Sony�s semiconductor manufacturing sites are located, could cause
substantial damage to Sony�s business operations, including damage to buildings, machinery, equipment and inventories, and the interruption to
production at manufacturing facilities. For example, the earthquake of April 14, 2016 and subsequent earthquakes in the Kumamoto region in
Japan caused damage to the buildings, machinery, equipment and inventories of a semiconductor manufacturing site, and production at the site
was interrupted. As a result of the delay in the supply of semiconductor components, sales in the Devices and IP&S segments in the fiscal year
ending March 31, 2017, are expected to be lower than the level anticipated prior to the earthquakes.

In addition, offices and facilities used by Sony, its service providers and business partners, including those used for network,
telecommunications and information systems infrastructure, research and development, material procurement, manufacturing, motion picture
and television production, logistics, sales, and online and other services are located throughout the world and are subject to possible destruction,
temporary stoppage or disruption as a result of unexpected catastrophic events such as natural disasters, pandemic diseases, terrorist attacks,
cyber-attacks, large-scale power outages and large-scale fires. If any of these facilities or offices were to experience a significant loss as a result
of any of the above events, it may disrupt Sony�s operations, delay design, development or production, interrupt shipments and postpone the
recording of sales, and result in large expenses to repair or replace these facilities or offices. In addition, if Sony�s suppliers are damaged by such
catastrophic events, Sony may be exposed to supply shortages of raw materials, parts or components, which may result in a reduction or
suspension of production, interruption of shipment and delays in product launches. Sony may also be exposed to price increases for raw
materials, parts and components, and lower demand from commercial customers. These situations may have an adverse impact on Sony�s
operating results and financial condition.

Moreover, as computer systems, networks and online services have become increasingly important to Sony�s operating activities, the impact that
computer system, network and online service shutdowns may have on Sony�s operating activities has increased. Shutdowns may be caused by
events similar to those described above or other unforeseen events, such as software or hardware defects. For example, in the fiscal year ended
March 31, 2015, Sony�s Pictures segment experienced a serious disruption of its network and IT infrastructure as a result of a cyber-attack.
Similar events may result in the disruption of Sony�s major business operations, delays in financial reporting, design, development, production,
shipments and recognition of sales, and large expenditures necessary to enhance, repair or replace such facilities and network and information
systems. Furthermore, Sony�s insurance may be insufficient to cover the resulting expenditures and losses. Sony also may be unable to obtain
sufficient insurance in the future, or insurance premiums may increase. These situations may have an adverse impact on Sony�s operating results
and financial condition.

Sony�s brand image, reputation and business may be harmed and Sony may be subject to legal and regulatory claims if there is loss,
destruction, disclosure, misappropriation or alteration of or unauthorized access to data owned or maintained by Sony, including on Sony
networks or those of third-party service providers and business partners, or if there is any other breach of Sony�s information security,
regardless of where or in what form information is stored.

As a critical element of its operations, Sony, its third-party service providers and other business partners make extensive use of information
technology, including computer systems, networks and online services to receive, store, process and transmit information, including Sony�s
business information, which includes but is not limited to proprietary information, intellectual property, and employee information, and data
related to customers, suppliers, and other business partners. The security of information received, maintained, processed or transmitted by Sony�s
or a third party�s information technology systems may be compromised by a malicious third party, or a man-made or natural event, or impacted
by intentional or inadvertent actions or inactions by Sony employees, a third-party service provider or other business partner. As cyber-attacks
become increasingly sophisticated, and as tools and resources become more readily available to malicious third parties, there can be no
guarantee that Sony�s actions, security measures and controls designed to prevent, detect or respond to intrusion, to limit access to data, to
prevent destruction, alteration, or exfiltration of data, or to limit the negative
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impact from such attacks, can provide absolute security against compromise. As a result, Sony�s business information, including proprietary
information, intellectual property, and employee information, and data related to customers, suppliers, and other business partners, may be lost,
destroyed, disclosed, misappropriated, altered, or accessed without consent, and Sony�s information technology systems, or those of its service
providers or other business partners, may be disrupted. Malicious third parties may also use unauthorized access to Sony�s networks as a platform
to access the networks and thereby the information of Sony�s third-party business partners without Sony�s knowledge. Sony has previously been
the subject of sophisticated and targeted attacks. For example, in the fiscal year ended March 31, 2015, Sony�s Pictures segment was subject to a
cyber-attack that resulted in unauthorized access to, and theft and disclosure of Sony business information, including employee information and
other information, and the destruction of data. In addition, Sony�s network services, online game businesses and websites of certain subsidiaries
have been subject to cyber-attacks by groups and individuals with a range of motives and expertise, resulting, in some instances, in unauthorized
access to, the potential or actual theft of, and/or disclosure of customer information.

In addition, even if such data is not stored on a network, and regardless of where or in what form such data is stored, Sony�s business information
and other data owned or maintained by or on behalf of Sony may be compromised by malicious third parties, or man-made or natural events, or
impacted by intentional or inadvertent actions or inactions of Sony employees, or those of a third-party service provider, through loss,
destruction, disclosure, misappropriation, alteration or unauthorized access to such data.

Further, the confidentiality, integrity and availability of products and services, including networked products and online services, provided by
Sony or its service providers or business partners may be compromised by malicious third parties or man-made or natural events, or impacted by
intentional or inadvertent actions or inactions by Sony employees, or those of a third-party service provider or business partner. For example,
Sony�s online services and websites have been subjected to denial-of-service and other attacks by technically sophisticated and well-resourced
third parties and others.

Any loss, destruction, disclosure, misappropriation or alteration of or unauthorized access to data owned or maintained by or on behalf of Sony,
or other breach of Sony�s information security, whether or not the result of a cyber-attack, including disruption to its products and services, can
result in significant remediation costs, including repairing system damage, engaging third-party experts, deploying additional personnel, training
employees, and compensation or incentives offered to third parties whose data has been compromised. In addition, a disruption to Sony�s
networks and online services may seriously disrupt the businesses that rely on these networks and online services for their operations, resulting
in lost revenues, damage to relationships with business partners and other third parties, and the failure to retain or attract customers. Breaches of
information security, whether or not involving a cyber-attack, may lead to lost revenues resulting from a loss in competitive advantage due to the
unauthorized disclosure, alteration, destruction or use of proprietary information, including intellectual property, the failure to retain or attract
customers, the disruption of critical business processes or information technology systems, and the diversion of management�s attention and
resources. Moreover, such disruptions and breaches may result in adverse media coverage, which may harm Sony�s brand image and reputation.
Sony may also be subject to legal claims or legal proceedings, including regulatory investigations and actions, and the attendant legal fees, as
well as potential settlements, judgments and fines. Sony�s cyber insurance may not cover all expenses and losses and, accordingly, cyber-attacks
may have an adverse impact on Sony�s operating results and financial condition. Even without actual breaches of information security, protection
against increasingly sophisticated and prevalent cyber-attacks may result in significant future prevention, detection, response and management
costs, or other costs, including the deployment of additional cyber-security technologies, engaging third-party experts, deploying additional
personnel, and training employees. Such expenses may also have an adverse impact on Sony�s operating results and financial condition.

Sony�s business may suffer as a result of adverse outcomes of current or future litigation and regulatory actions.

Sony faces the risk of litigation and regulatory proceedings in different countries in connection with its operations. Legal proceedings, including
regulatory actions, may seek to recover very large indeterminate amounts or to limit Sony�s operations, and the possibility that they may arise and
their magnitude may remain
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unknown for substantial periods of time. For example, legal proceedings, including regulatory actions, may result from antitrust scrutiny of
market practices for anti-competitive conduct. A substantial legal liability or adverse regulatory outcome and the substantial cost to defend the
litigation or regulatory proceedings may have an adverse effect on Sony�s reputation, operating results and financial condition.

Sony is subject to financial and reputational risks due to product quality and liability issues.

Sony�s products and services, such as consumer products, non-consumer products, parts and components, semiconductors, software and network
services are becoming increasingly sophisticated and complicated as rapid advancements in technologies occur and as demand increases for
mobile products and online services. Sony�s efforts to adapt to rapid advancements in technologies and increased demand for mobile products
and online services, while also maintaining product quality, may not be successful and may increase exposure to product liability. As a result,
Sony may incur both reputational damage and expenses in connection with, for example, product recalls and after-sales services. In addition,
Sony may not be successful in introducing after-sales upgrades, enhancements or new features to existing products and services, or in enabling
existing products and services to continue to conveniently and effectively integrate with other technologies and online services. As a result, the
quality of Sony�s existing products and services may not remain satisfactory to consumers and become less marketable, less competitive or
obsolete, and Sony�s reputation, operating results and financial condition may be adversely affected. Moreover, allegations of health and safety
issues related to Sony products, or lawsuits related to product quality, health issues arising from products or product safety, regardless of merit,
may adversely impact Sony�s operating results and financial condition, either directly or as a result of the impact on Sony�s brand image and
reputation as a producer of high-quality products and services. These issues are relevant to Sony products sold directly to customers, whether
manufactured by Sony or a third party, and also to products of other companies that are equipped with Sony�s components, such as
semiconductors.

Sony�s operating results and financial condition may be adversely affected by its employee benefit obligations.

Sony recognizes an unfunded pension obligation for its defined benefit pension plans based on (i) the Projected Benefit Obligation (�PBO�) under
each pension plan less (ii) the fair value of the pension plan�s assets, in accordance with the accounting guidance for defined benefit plans.
Actuarial gains and losses are amortized and included in pension expenses in a systematic manner over employees� average remaining service
periods. Any decrease of the pension plan asset value due to low returns from investments or increases in the PBO due to a lower discount rate,
increases in rates of compensation and changes in certain other actuarial assumptions may increase the unfunded pension obligations and may
result in an increase in pension expenses recorded as cost of sales or as a selling, general and administrative expense.

Sony�s operating results and financial condition may be adversely affected by the status of its Japanese and foreign pension plans. Specifically,
adverse equity market conditions and volatility in the credit markets may have an unfavorable impact on the value of Sony�s pension plan assets
and its future estimated pension liabilities, the majority of which relate to the Japanese plans, which have approximately 30 percent of pension
plan assets invested in equity securities. As a result, Sony�s operating results or financial condition could be adversely affected.

Further, Sony�s operating results and financial condition could be adversely affected by future pension funding requirements pursuant to the
Japanese Defined Benefit Corporate Pension Plan Act (�Act�). Under the Act, Sony is required to meet certain financial criteria including periodic
actuarial revaluation and the annual settlement of gains or losses of the plans. In the event that the actuarial reserve required by law exceeds the
fair value of pension plan assets and that the fair value of pension assets may not be recovered within a certain moratorium period permitted by
laws and/or special legislative decree, Sony may be required to make an additional contribution to the plan, which may reduce cash flows.
Similarly, if Sony is required to make an additional contribution to a foreign plan to meet any funding requirements in accordance with local
laws and regulations in each country, Sony�s cash flows might be adversely affected. If Sony is required to increase cash contributions to its
pension plans when actuarial assumptions, such as an expected long-term rate of return of the pension plan assets, are updated for purposes of
determining statutory contributions, it may have an adverse impact on Sony�s cash flows.
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Further losses in jurisdictions where Sony has established valuation allowances against deferred tax assets, the inability of Sony to fully
utilize its deferred tax assets, exposure to additional tax liabilities or changes in Sony�s tax rates could adversely affect net income (loss)
attributable to Sony Corporation�s stockholders and Sony�s financial condition.

Sony is subject to income taxes in Japan and numerous other jurisdictions, and in the ordinary course of Sony�s business there are many
situations where the ultimate tax determination can be uncertain, sometimes for an extended period. The calculation of Sony�s tax provision and
the carrying value of tax assets and liabilities requires significant judgment and the use of estimates, including estimates of future taxable
income.

Deferred tax assets are evaluated on a jurisdiction by jurisdiction basis. In certain jurisdictions, Sony has established valuation allowances
against deferred tax assets, including net operating loss carryforwards, where it has concluded that the deferred tax assets are not more likely
than not to be realized. As of March 31, 2016, Sony had valuation allowances principally in the following jurisdictions: (1) Sony Corporation
and its national filing group in Japan, as well as for local taxes in a number of Japanese subsidiaries; (2) Sony Americas Holding Inc. and its
consolidated tax filing group in the U.S.; (3) Sony Mobile Communications AB in Sweden; and (4) Sony Europe Limited in the U.K. In
jurisdictions where valuation allowances have been established, no tax benefit will be recorded against any continuing losses and as a result, net
income (loss) attributable to Sony Corporation�s stockholders and Sony�s financial condition could be adversely affected. Additionally, deferred
tax assets could expire unused or otherwise not be realizable if Sony is unable to implement tax planning strategies or generate sufficient taxable
income in the appropriate jurisdiction in the future (from operations and/or tax planning strategies) to utilize them, or if Sony enters into
transactions that limit its legal ability to use them. As a result, Sony may lose any associated cash tax reduction available in future periods. If it
becomes more likely than not that any of Sony�s remaining deferred tax assets without valuation allowances will expire unused and are not
available to offset future taxable income, or otherwise will not be realizable, Sony will have to recognize an additional valuation allowance,
increasing income tax expense. Net income (loss) attributable to Sony Corporation�s stockholders and Sony�s financial condition could be
adversely affected when the deferred tax assets expire unused or in periods in which an additional valuation allowance is recorded.

A key factor in the evaluation of the deferred tax assets and the valuation allowance is the determination of the uncertain tax positions related to
the adjustments for Sony�s intercompany transfer pricing. Sony is subject to income taxes in Japan and numerous other jurisdictions, and in the
ordinary course of Sony�s business there are many transactions, including intercompany charges, where the ultimate tax determination is
uncertain. Sony is subject to the continuous examination of its income tax returns by tax authorities and, as a result, Sony regularly assesses the
likelihood of adverse outcomes resulting from these examinations to determine the adequacy of its provision for income taxes. Significant
judgment is required in making these assessments and, as additional evidence becomes available in subsequent periods, the ultimate outcomes
for Sony�s uncertain tax positions and, accordingly, its valuation allowance assessments may potentially have an adverse impact on net income
(loss) attributable to Sony Corporation�s stockholders and Sony�s financial condition.

In some jurisdictions, the use of net operating loss carryforwards to reduce taxable income in a subsequent period is limited to a fixed percentage
of taxable income. Thus, it is possible that even with significant net operating loss carryforwards, Sony could record and pay taxes in a
jurisdiction where it has taxable income but still has significant net operating loss carryforwards available.

In addition to the above, Sony�s future effective tax rates may be unfavorably affected by changes in both the statutory rates and the mix of
earnings in countries with differing statutory rates or by other factors such as changes in tax laws and regulations or their interpretation,
including limitations or restrictions on the use of net operating loss and income tax credit carryforwards.

Sony could incur asset impairment charges for goodwill, intangible assets or other long-lived assets.

Sony has a significant amount of goodwill, intangible assets and other long-lived assets, including production facilities and equipment in its
electronics businesses. A decline in financial performance, market capitalization or changes in estimates and assumptions used in the impairment
analysis, which in many cases
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requires significant judgment, could result in impairment charges against these assets. Goodwill and indefinite lived intangible assets are tested
annually for impairment during the fourth quarter of the fiscal year and between annual tests if an event occurs or circumstances change that
would more likely than not reduce the fair value below the carrying amount. Such an event or change in circumstances would include
unfavorable variances from or adjustments to established business plans, significant changes in forecasted results or volatility inherent to
external markets and industries. The increased levels of global competition and the faster pace of technological change to which Sony is exposed
can result in greater volatility of these estimates, assumptions and judgments, and increase the likelihood of impairment charges. In addition, the
recoverability of the carrying value of long-lived assets held and used and long-lived assets to be disposed of is reviewed whenever events or
changes in circumstances, including the types of events or changes described above with respect to goodwill and intangible assets, indicate that
the carrying value of the assets or asset groups may not be recoverable. If the carrying value of the asset or asset group is considered impaired,
an impairment charge is recorded for the amount by which the carrying value of the asset or asset group exceeds its fair value. For example, in
the fiscal year ended March 31, 2014, Sony recorded impairment charges including a 32.1 billion yen impairment charge related to long-lived
assets in the battery business in the Devices segment, a 25.6 billion yen impairment charge related to long-lived assets in the disc manufacturing
business outside of Japan and the U.S. and goodwill across the entire disc manufacturing business in All Other, and a 12.8 billion yen
impairment charge related to long-lived assets in the PC business in All Other. In the fiscal year ended March 31, 2015, Sony recorded a 176.0
billion yen impairment charge related to goodwill in the Mobile Communications segment. In the fiscal year ended March 31, 2016, Sony
recorded impairment charges in the Devices segment related to long-lived assets in the battery business and in the camera module business of
30.6 billion yen and 59.6 billion yen, respectively. Any such charge may adversely affect Sony�s operating results and financial condition.

Sony may be accused of infringing others� intellectual property rights and be liable for significant damages.

Sony�s products incorporate a wide variety of technologies. Claims have been and may be asserted against Sony that such technology infringes
the intellectual property owned by others. Such claims may be asserted by competitors to protect their products and services and/or as a business
strategy to seek a competitive advantage, or by other patent holders, particularly as markets become more competitive, and products evolve to
include new technologies and enhanced functionality that incorporate an increasing amount of intellectual property. Such claims might require
Sony to enter into settlement or license agreements, to pay significant damage awards, and/or to face a temporary or permanent injunction
prohibiting Sony from marketing or selling certain of its products, which may have an adverse effect on Sony�s reputation, operating results and
financial condition.

Sony may not be able to continue to obtain necessary licenses for certain intellectual property rights of others or protect and enforce the
intellectual property rights on which its business depends.

Many of Sony�s products are designed under the license of patents and other intellectual property rights owned by third parties. Based upon past
experience and industry practice, Sony believes that it will be able to obtain or renew licenses relating to various intellectual properties useful in
its business that it needs in the future; however, such licenses may not be available at all or on acceptable terms, and Sony may need to redesign
or discontinue marketing or selling such products as a result. Additionally, Sony�s intellectual property rights may be challenged or invalidated,
or such intellectual property rights may not be sufficient to provide Sony with competitive advantages. Such events may adversely impact Sony�s
operating results and financial condition.
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Sony is subject to a wide range of regulations related to social responsibility, such as environmental, occupational health and safety, and
certain human rights regulations that can increase the costs of operations, limit its activities, or affect its reputation.

Sony is subject to a broad range of social responsibility laws and regulations covering issues related, inter-alia, to the environment, occupational
health and safety, labor practices and human rights. These include laws and regulations relating to air pollution; water pollution; the
management, elimination or reduction of the use of hazardous substances; energy efficiency of certain products; waste management; recycling of
products, batteries and packaging materials; site remediation; worker and consumer health and safety; and human rights issues such as those
related to procurement and production processes. For example, Sony is currently required to comply with:

� Environmental regulations enacted by the EU, such as the Restriction of Hazardous Substances (�RoHS�) Directive, the Waste Electrical
and Electronic Equipment (�WEEE�) Directive, the ecodesign requirements for Energy-related Products (�ErP�) Directive and the
Registration, Evaluation, Authorization and Restriction of Chemicals (�REACH�) regulation;

� Regulations or governmental policies related to climate change issues such as carbon disclosure, greenhouse gas emission reduction,
carbon taxes and energy efficiency for electronics products; and

� Section 1502 of the Dodd-Frank Wall Street Reform and Consumer Protection Act which requires annual disclosures related to
�Conflict Minerals� and their derivatives that are necessary to the functionality or production of products manufactured by Sony.
�Conflict Minerals� are defined as cassiterite, columbite-tantalite, gold, wolframite, and other minerals determined by the U.S.
government to be financing conflict in the Democratic Republic of Congo or adjoining countries.

Additionally, there is a growing global consumer focus on companies� social responsibilities. In particular, there is an interest regarding labor
practices, including work environments at electronics components� manufacturers and original design manufacturing/original equipment
manufacturing (�ODM/OEM�) product manufacturers operating in the Asian region.

These social responsibility laws and regulations may become more significant, and additional social responsibility laws and regulations may be
adopted in the future. Further countries, including emerging market countries, are enacting similar laws and regulations. Such new laws and
regulations may result in an increase in Sony�s cost of compliance. Additionally, if Sony is not perceived as having responded to existing and
new laws and regulations in these varied areas, it may result in fines, penalties, legal judgments or other costs or remediation obligations, and
may adversely affect Sony�s operating results and financial condition. In addition, such a finding of non-compliance, or the perception that Sony
has not responded appropriately to growing consumer concern for such issues, whether or not Sony is legally required to do so, may adversely
affect Sony�s reputation. Sony�s operating results and financial condition may also be adversely affected if consumers therefore choose to
purchase products of other companies.

Holders of American Depositary Shares have fewer rights than shareholders and may not be able to enforce judgments based on U.S.
securities laws.

The rights of shareholders under Japanese law to take actions, including voting their shares, receiving dividends and distributions, bringing
derivative actions, examining Sony�s accounting books and records, and exercising appraisal rights, are available only to shareholders of record.
Because the depositary, through its custodian agents, is the record holder of the shares underlying the American Depositary Shares (�ADSs�), only
the depositary can exercise those rights in connection with the deposited shares. The depositary will make efforts to vote the shares underlying
ADSs in accordance with the instructions of ADS holders and will pay the dividends and distributions collected from Sony. However, ADS
holders will not be able to bring a derivative action, examine Sony�s accounting books and records, or exercise appraisal rights through the
depositary.

Sony Corporation is incorporated in Japan with limited liability. A majority of Sony�s directors and corporate executive officers are
non-U.S. residents, and a substantial portion of the assets of Sony Corporation
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and the assets of Sony�s directors and corporate executive officers are located outside the U.S. As a result, it may be more difficult for investors
to enforce against Sony Corporation or such persons, judgments obtained in U.S. courts predicated upon civil liability provisions of the federal
and state securities laws of the U.S. or similar judgments obtained in other courts outside Japan. There is doubt as to the enforceability in
Japanese courts, in original actions or in actions for enforcement of judgments of U.S. courts, of civil liabilities predicated solely upon the
federal and state securities laws of the U.S.

Item  4. Information on the Company

A. History and Development of the Company
Sony Corporation was established in Japan in May 1946 as Tokyo Tsushin Kogyo Kabushiki Kaisha, a joint stock company (Kabushiki Kaisha)
under Japanese law. In January 1958, it changed its name to Sony Kabushiki Kaisha (�Sony Corporation� in English).

In December 1958, Sony Corporation was listed on the Tokyo Stock Exchange (the �TSE�). In June 1961, Sony Corporation issued American
Depositary Receipts (�ADRs�) in the U.S.

In March 1968, Sony Corporation established CBS/Sony Records Inc. in Japan, as a 50-50 joint venture company between Sony Corporation
and CBS Inc. in the U.S. In January 1988, the joint venture became a wholly-owned subsidiary of Sony Corporation, and in April 1991, changed
its name to Sony Music Entertainment (Japan) Inc. (�SMEJ�). In November 1991, SMEJ was listed on the Second Section of the TSE.

In September 1970, Sony Corporation was listed on the New York Stock Exchange.

In August 1979, Sony Corporation established Sony Prudential Life Insurance Co., Ltd. in Japan, as a 50-50 joint venture company between
Sony Corporation and The Prudential Insurance Company of America. In April 1991, the joint venture changed its name to Sony Life Insurance
Co., Ltd. (�Sony Life�). In March 1996, Sony Life became a wholly-owned subsidiary of Sony Corporation, and in April 2004, with the
establishment of Sony Financial Holdings Inc. (�SFH�), a financial holding company, Sony Life became a wholly-owned subsidiary of SFH.

In July 1984, Sony Magnescale Inc., a subsidiary of Sony Corporation, was listed on the Second Section of the TSE. The subsidiary changed its
name to Sony Precision Technology Inc. in October 1996 and then to Sony Manufacturing Systems Corporation in April 2004. In April 2012,
Sony Manufacturing Systems was merged into Sony EMCS Corporation. Sony EMCS Corporation changed its name to Sony Global
Manufacturing & Operations Corporation in April 2016.

In July 1987, Sony Chemicals Corporation, a subsidiary of Sony Corporation, was listed on the Second Section of the TSE. The subsidiary
changed its name to Sony Chemical & Information Device Corporation in July 2006, and changed its name again to Dexerials Corporation in
October 2012.

In January 1988, Sony Corporation acquired CBS Records Inc., a music business division of CBS Inc. in the U.S. The acquired company
changed its name to Sony Music Entertainment Inc. in January 1991 and then to Sony Music Holdings Inc. in December 2008.

In November 1989, Sony Corporation acquired Columbia Pictures Entertainment, Inc. in the U.S. In August 1991, Columbia Pictures
Entertainment, Inc. changed its name to Sony Pictures Entertainment Inc. (�SPE�).

In November 1993, Sony established Sony Computer Entertainment Inc. (�SCEI�) in Japan. SCEI changed its name to Sony Interactive
Entertainment Inc. (�SIE�) in April 2016.

In January 2000, acquisition transactions by way of a share exchange were completed such that three subsidiaries which had been listed on the
TSE � SMEJ, Sony Chemicals Corporation (currently Dexerials Corporation), and Sony Precision Technology Inc. (which was merged into Sony
EMCS Corporation) � became wholly-owned subsidiaries of Sony Corporation. In September 2012, Sony Corporation completed the sale of
certain of its chemical products businesses, including Sony Chemical & Information Device Corporation (currently Dexerials Corporation) to
Development Bank of Japan Inc.
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In October 2001, Sony Ericsson Mobile Communications AB (�Sony Ericsson�), a 50-50 joint venture company between Sony Corporation and
Telefonaktiebolaget LM Ericsson (�Ericsson�) of Sweden, was established. In February 2012, Sony acquired Ericsson�s 50 percent equity interest
in Sony Ericsson. As a result of the acquisition, Sony Ericsson became a wholly-owned subsidiary of Sony and changed its name to Sony
Mobile Communications AB (�Sony Mobile�).

In October 2002, Aiwa Co., Ltd. (�Aiwa�), then a TSE-listed subsidiary, became a wholly-owned subsidiary of Sony Corporation. In December
2002, Aiwa was merged into Sony Corporation.

In June 2003, Sony Corporation adopted the �Company with Three Committees� corporate governance system in line with the revised Japanese
Commercial Code then effective. (Refer to �Board Practices� in �Item 6. Directors, Senior Management and Employees.�)

In April 2004, Sony Corporation established SFH, a financial holding company, in Japan. Sony Life, Sony Assurance Inc. (�Sony Assurance�),
and Sony Bank Inc. (�Sony Bank�) became subsidiaries of SFH. In October 2007, SFH was listed on the First Section of the TSE in conjunction
with the global initial public offering of shares of SFH by Sony Corporation and SFH.

In April 2004, S-LCD Corporation (�S-LCD�), a joint venture between Sony Corporation and Samsung Electronics Co., Ltd. of Korea for the
manufacture of amorphous thin film transistor (�TFT�) liquid crystal display (�LCD�) panels, was established in Korea. Sony�s stake in S-LCD was
50 percent minus 1 share. In January 2012, Sony sold all of its shares of S-LCD to Samsung Electronics Co., Ltd.

In August 2004, Sony combined its worldwide recorded music business, excluding its recorded music business in Japan, with the worldwide
recorded music business of Bertelsmann AG (�Bertelsmann�), forming a 50-50 joint venture, SONY BMG MUSIC ENTERTAINMENT (�SONY
BMG�). In October 2008, Sony acquired Bertelsmann�s 50 percent equity interest in SONY BMG. As a result of the acquisition, SONY BMG
became a wholly-owned subsidiary of Sony. In January 2009, SONY BMG changed its name to Sony Music Entertainment (�SME�).

In December 2005, Sony Communication Network Corporation, a subsidiary of Sony Corporation, was listed on the Mother�s market of the TSE,
and was later listed on the First Section of the TSE in January 2008. Sony Communication Network Corporation was renamed So-net
Corporation (�So-net�) in July 2013. In January 2013, Sony Corporation acquired all of the common shares of So-net through a tender offer and
subsequent share exchange and, as a result of the acquisition, So-net became a wholly-owned subsidiary of Sony Corporation.

In April 2013, Sony Olympus Medical Solutions Inc. (�SOMED�), a medical business venture between Sony Corporation and Olympus
Corporation was established in Japan. Sony�s stake in SOMED is 51 percent.

In July 2014, Sony Corporation sold its personal computer (�PC�) business operated under the VAIO brand to Japan Industrial Partners, Inc.

Sony Corporation�s registered office is located at 7-1, Konan 1-chome, Minato-ku, Tokyo 108-0075, Japan, telephone +81-3-6748-2111.

The agent in the U.S. for purposes of this Item 4 is Sony Corporation of America (�SCA�), 25 Madison Avenue, 26th Floor, New York, NY
10010-8601 (Attn: Office of the General Counsel).

Principal Capital Investments

In the fiscal years ended March 31, 2014, 2015 and 2016, Sony�s capital expenditures were 261.0 billion yen, 251.0 billion yen and 468.9 billion
yen, respectively. Sony�s capital expenditures are expected to be approximately 355.0 billion yen during the fiscal year ending March 31, 2017.
For a breakdown of principal capital expenditures and divestitures (including interests in other companies), refer to �Item 5. Operating and
Financial Review and Prospects.� The funding requirements of such various capital expenditures are expected to be financed by cash provided
principally by operating and financing activities or the existing balance of cash and cash equivalents.
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Sony invested approximately 253 billion yen in the semiconductor business, including the acquisition of semiconductor fabrication facilities,
equipment and related assets owned by Toshiba Corporation (�Toshiba�), during the fiscal year ended March 31, 2016. This 253 billion yen
investment included approximately 205 billion yen for image sensor fabrication capacity. In the fiscal year ending March 2017, Sony expects to
invest approximately 120 billion yen in Semiconductors. This investment includes approximately 70 billion yen for image sensor fabrication
capacity.

B. Business Overview
Sony Corporation and its consolidated subsidiaries (�Sony�) realigned its business segments from the first quarter of the fiscal year ended March
31, 2016 to reflect modifications to its organizational structure as of April 1, 2015, primarily repositioning certain operations in All Other and
the Devices segment. In connection with this realignment, the operations of Sony�s disc manufacturing business in Japan, which were included in
All Other, are now included in the Music segment and the operations of So-net Corporation and its subsidiaries, which were included in All
Other, are now included in the Mobile Communications (�MC�) segment. Certain operations regarding pre-installed automotive audio products
which were included in the Devices segment are now included in the Home Entertainment & Sound (�HE&S�) segment. In addition, the medical
business, previously included in All Other, is now included in the Imaging Products & Solutions (�IP&S�) segment as a result of a change in the
Corporate Executive Officer in charge of the medical business.

For details on the nature of Sony�s operations, please refer to Nature of Operations under �Consolidated Financial Statements�.

Products and Services

Mobile Communications (�MC�)

Sony Mobile undertakes product research, development, design, marketing, sales, production, distribution and customer services for mobile
phones, tablets, accessories and applications. So-net provides Internet broadband network services to subscribers as well as creates and
distributes content through its portal services to various electronics product platforms such as PCs and mobile phones.

Game & Network Services (�G&NS�)

The following table sets forth Sony�s G&NS segment sales to external customers by product categories. Figures in parentheses indicate the
percentage contribution of each product category to the segment total.

Fiscal year ended March 31
2014 2015 2016

(Yen in millions)
Hardware 513,425 (54.2) 733,757 (56.8) 721,829 (48.8) 
Network 200,229 (21.2) 351,467 (27.2) 529,318 (35.8) 
Other 232,825 (24.6) 206,922 (16.0) 228,628 (15.4) 

G&NS Total    946,479 (100.0) 1,292,146 (100.0) 1,479,775 (100.0) 

Hardware:

�Hardware� includes home and portable game consoles.

Network:

�Network� includes network services relating to game, video, and music content provided by Sony Network Entertainment International LLC
(consolidated into Sony Interactive Entertainment LLC on April 1, 2016).
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Imaging Products & Solutions (�IP&S�)

The following table sets forth Sony�s IP&S segment sales to external customers by product categories. Figures in parentheses indicate the
percentage contribution of each product category to the segment total.

Fiscal year ended March 31
2014 2015 2016

(Yen in millions)
Digital Imaging Products 442,723 (59.8) 432,594 (60.1) 418,232 (59.4) 
Professional Solutions 277,417 (37.5) 271,903 (37.8) 262,675 (37.3) 
Other 19,660 (2.7) 15,641 (2.1) 23,561 (3.3) 

IP&S Total    739,800 (100.0)    720,138 (100.0)    704,468 (100.0) 

Digital Imaging Products:

�Digital Imaging Products� includes compact digital cameras, interchangeable single-lens cameras and video cameras.

Professional Solutions:

�Professional Solutions� includes broadcast- and professional-use products.

Home Entertainment & Sound (�HE&S�)

The following table sets forth Sony�s HE&S segment sales to external customers by product categories. Figures in parentheses indicate the
percentage contribution of each product category to the segment total.

Fiscal year ended March 31
2014 2015 2016

(Yen in millions)
Televisions 754,308 (63.0) 835,068 (67.6) 797,764 (69.1) 
Audio and Video 431,519 (36.1) 396,814 (32.1) 354,946 (30.7) 
Other 10,871 (0.9) 3,804 (0.3) 2,375 (0.2) 

HE&S Total 1,196,698 (100.0) 1,235,686 (100.0) 1,155,085 (100.0) 

Televisions:

�Televisions� includes LCD televisions.

Audio and Video:

�Audio and Video� includes Blu-ray DiscTM players and recorders, home audio, headphones and memory-based portable audio devices.

Devices

The following table sets forth Sony�s Devices segment sales to external customers by product categories. Figures in parentheses indicate the
percentage contribution of each product category to the segment total.
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Fiscal year ended March 31
2014 2015 2016

(Yen in millions)
Semiconductors 342,072 (61.9) 501,015 (69.0) 558,983 (72.9) 
Components 207,833 (37.6) 217,935 (30.0) 197,316 (25.7) 
Other 2,493 (0.5) 7,010 (1.0) 10,458 (1.4) 

Devices Total    552,398 (100.0)    725,960 (100.0)    766,757 (100.0) 
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Semiconductors:

�Semiconductors� includes CMOS image sensors, CCDs, system LSIs, and other semiconductors.

Components:

�Components� includes batteries, audio/video/data recording media, storage media and optical pickups.

Pictures

The following table sets forth Sony�s Pictures segment sales to external customers by product categories. Figures in parentheses indicate the
percentage contribution of each product category to the segment total.

Fiscal year ended March 31
2014 2015 2016

(Yen in millions)
Motion Pictures 422,255 (50.9) 434,253 (49.6) 447,355 (47.8) 
Television Productions 247,568 (29.9) 252,456 (28.8) 270,115 (28.9) 
Media Networks 158,845 (19.2) 189,605 (21.6) 218,357 (23.3) 

Pictures Total    828,688 (100.0)    876,314 (100.0)    935,827 (100.0) 

Motion Pictures:

�Motion Pictures� includes the worldwide production, acquisition and distribution of live-action and animated motion pictures and direct-to-video
content. SPE�s motion picture production organizations include Columbia Pictures, Screen Gems, Sony Pictures Animation, Sony Pictures
Classics and TriStar Pictures. SPE also operates Sony Pictures Imageworks, a visual effects and animation unit, and manages a studio facility,
Sony Pictures Studios, which includes post production facilities.

Television Productions:

�Television Productions� includes the production, acquisition and distribution of television programming including scripted series, unscripted
�reality� or �light entertainment,� daytime serials, game shows, animated series, made for television movies and miniseries and other programming.
Outside the U.S., SPE produces local language programming and licenses SPE owned programming and formats around the world.

Media Networks:

�Media Networks� includes the operation of television and digital networks worldwide. SPE�s television networks around the world include Sony
Pictures Networks India Private Limited (formerly known as Multi Screen Media Private Limited), which operates television networks in India,
and a controlling interest in Game Show Network (�GSN�), which operates a U.S.-based cable network and an online game business. Digital
networks include Crackle, a multi-platform video entertainment network focusing on premium video content.

Music

The following table sets forth Sony�s Music segment sales to external customers by product categories. Figures in parentheses indicate the
percentage contribution of each product category to the segment total.

Fiscal year ended March 31
2014 2015 2016

(Yen in millions)
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Recorded Music 347,684 (69.8) 383,350 (70.9) 412,718 (68.7) 
Music Publishing 66,869 (13.4) 70,959 (13.1) 71,258 (11.8) 
Visual Media and Platform 83,777 (16.8) 86,195 (16.0) 116,993 (19.5) 

Music Total    498,330 (100.0)    540,504 (100.0)    600,969 (100.0) 
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Recorded Music:

�Recorded Music� includes the distribution of physical and digital recorded music and revenue derived from artists� live performance. SME, a
global entertainment company, excluding Japan, is engaged primarily in the development, production, marketing and distribution of recorded
music in all commercial formats and genres. SMEJ is an entertainment company focused on the Japanese market, which includes a Japanese
domestic recorded music business that produces recorded music and music videos through contacts with many artists in all music genres.

Music Publishing:

�Music Publishing� includes the management and licensing of the words and music of songs. Sony/ATV Music Publishing LLC (�Sony/ATV�), is a
U.S.-based music publishing business that owns and acquires rights to musical compositions, exploiting and marketing these compositions and
receiving royalties or fees for their use.

Visual Media and Platform:

�Visual Media and Platform� includes various service offerings for music and visual products and the production and distribution of animation
titles. This business is operated primarily by SMEJ.

Financial Services

In the Financial Services segment, on April 1, 2004, Sony established a wholly-owned subsidiary, SFH, a holding company for Sony Life, Sony
Assurance and Sony Bank, with the aim of integrating various financial services including insurance and savings and loans, and offering
individual customers high value-added products and high-quality services. On October 11, 2007, in conjunction with the global initial public
offering of shares of SFH, the shares of SFH were listed for trading on the First Section of the TSE. Following this global offering, SFH remains
a consolidated subsidiary of Sony Corporation, which is the majority shareholder of SFH.

SFH conducts insurance and banking operations primarily through Sony Life, a Japanese life insurance company, Sony Assurance, a Japanese
non-life insurance company, and Sony Bank, a Japanese Internet-based bank, which are all wholly-owned by SFH.

All Other

All Other consists of various operating activities, including the disc manufacturing business outside of Japan and the PC business, which was
sold in July 2014. Certain costs related to the PC bus
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